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CONFIDENTIAL LISBON 4407 

E.O. 11652: GDS 
TAGS: ENRG, PO 

SUBJECT: OIL SUPPLIES FOR PORTUGAL. 

SUMMARY: GOP HAS ASKED GULF IN 1974 TO SUPPLY THE TWO 
NATIONAL COMPANIES OPERATING IN METROPOLITAN PORTUGAL WITH 
4.3 MILLION TONS OF CRUDE, THE INTERNATIONALS BEING 
REQUIRED TO BRING IN THEIR OWN CRUDE (EQUIVALENT TO THEIR 
DISTRIBUTION OF PRODUCT). GOP ALSO WANTS GULF TO SUPPLY 
UP TO ONE MILLION TONS TO AFRICA, ALMOST ALL TO MOZAMBIQUE. 
GULF HAS AGREED TO COOPERATE BUT HOPES GOP WILL EASE 
MATTERS BY REDUCING AMOUNTS REQUESTED AND BY CALLING ON 
OTHER INTERNATIONALS TO ASSUME PART OF THE BURDEN. WITH 
RESPECT TO REFINED PRODUCTS ANGOLA PRESENTS NEW PROBLEM. 

FOR FIRST TIME DISTRIBUTING COMPANIES THERE, WHOSE REFINING 
CAPACITY ELSEWHERE IS ALREADY COMMITTED, ARE BEING ASKED TO 
PROVIDE OWN REFINED PRODUCTS ABOVE LOCAL REFINERY 
PRODUCTION OR BE DENIED DISTRIBUTION RIGHTS. END SUMMARY 
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1. IN CONVERSATION WITH AMBASSADOR VASCO GARIN, ADMINISTRATOR 
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OF CABINDA GULF OIL COMPANY, HE REVEALED THAT GULF 
EASTERN HEMISPHERE PRESIDENT WILT .IF, BASED IN LONDON 
VISITED LISBON NOVEMBER 29 FOR CONSULTATIONS WITH OVERSEAS 
MINISTER REBELO DE SOUSA AND MINISTER OF FINANCE AND 
ECONOMY COTTA DIAS. GOP IS LOOKING TO GULF TO PROVIDE 4.3 
MILLION TONS OF CRUDE TO METROPOLITAN PORTUGAL AND UP TO ONE 
MILLION TONS TO PORTUGUESE AFRICA (WHICH MEANS MOSTLY TO 
MOZAMBIQUE SINCE ANGOLA DOES NOT NEED CRUDE AND REQUIREMENTS 
ELSEWHERE ARE SMALL). THE 4.3 MILLION TONS FOR PORTUGAL WOULD 
SATISFY REQUIREMENTS OF PORTUGUESE NATIONAL COMPANIES, 

SACOR AND SONAP, SINCE OTHER DISTRIBUTORS ARE EXPECTED TO PROVIDE 
OVER ONE MILLION TONS OF CRUDE TO BE REFINED BY THE SACOR 
REFINERY FOR THEIR OWN DISTRIBUTION. 

2. THE GULF OFFICIALS ACKNOWLEDGED THAT GULF HAS SPECIAL 
OBLIGATION TOWARD PORTUGAL AND PROMISED THAT THEY WOULD 
DO THEIR BEST TO SUPPLY CRUDE TO PORTUGAL. THEY ALSO 
AGREED TO DO THEIR BEST TO EXCHANGE CABINDA CRUDE FOR CRUDE 
MORE SUITABLE FOR PORTUGUESE MARKET. HOWEVER, THEY URGED 
THE PORTUGUESE, WHOSE FIGURES PRESUPPOSED A 20 PERCENT 
INCREASE IN CONSUMPTION OVER 1972, TO COOPERATE TO THE 
EXTENT OF RESTRICTING CONSUMPTION TO AT LEAST 5 PERCENT 
BELOW 1972. FEARFUL OF POSSIBLE ARAB (ESPECIALLY KUWAIT) 

REPRISALS AGAINST GULF, THEY URGED THE GOP TO STOP ALL PUBLICITY 
OF THE GULF ROLE IN ALLEVIATING PORTUGAL'S OIL SUPPLY PROBLEM. 

THEY ALSO URGED THAT OTHER INTERNATIONAL COMPANIES 
DISTRIBUTING IN PORTUGAL SHOULD BE ASKED TO ASSIST IN 
MEETING PORTUGAL'S OIL SHORT-FALL. GULF SHOULD NOT BE ASKED 

TO CARRY THE FULL BURDEN. 

3. IN EFFECT, THE CURRENT UNDERSTANDING BETWEEN GULF AND THE 
GOP IS NOT BASED ON THE CONTRACT CLAUSES ENABLING PORTUGAL 
TO RECEIVE 50 PERCENT OF CABINDA GULF'S PRODUCTION. INDEED, 

WHAT THE GOP IS SEEKING FROM GULF WOULD BE WELL IN EXCESS OF 
50 PERCENT OF THE CABINDA PRODUCTION. GULF INSISTED ON 

SELLING CRUDE AT CURRENT MARKET PRICES: OVERSEAS MINISTER READILY 
AGREED, HAVING IN MIND INCREASED TAXES FOR ANGOLA. FINANCE 
MINISTER UNHAPPY OVER PRICE, BUT GARIN THINKS THAT GOP WILL 
ACCEPT THOSE TERMS. GARIN SAID THAT WHILE THE GOP OFFICIALS 
AGREED TO PUT PRESSURE ON OTHER INTERNATIONAL COMPANIES, 
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HE WAS NOT CONVINCED THEY WOULD AND GAVE AS HIS PERSONAL 
OPINION THAT GULF HAD LITTLE CHOICE BUT TO COMPLY WITH THE GOP 
REQUEST TO THE MAXIMUM EXTENT THEY COULD. 

4. GARIN STATED THAT A SPECIAL PROBLEM IS PRESENTED BY 

ANGOLA. THE REFINED PRODUCTS CONSUMED IN ANGOLA ABOVE AND BEYOND 
THOSE PRODUCED BY THE PETRANGOL REFINERY IN LUANDA WERE 
PREVIOUSLY SUPPLIED BY FINA ACTING AS AGENT OF THE 
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PROVINCIAL GOVERNMENT. PRIOR TO THE OUTBREAK OF THE MIDDLE EAST 
WAR, THE ANGOLAN GOVERNMENT HAD REJECTED AS BEING TOO 
EXPENSIVE A YEAR'S CONTRACT PRESENTED TO THEM BY FINA. 
SUBSEQUENTLY THEY THEY ALSO REJECTED A SHELL PROPOSAL FOR THE 
SAME REASON. NOW THEY WERE ASKING ALL OF THE DISTRIBUTORS TO 
PROVIDE THEIR OWN REFINED PRODUCTS ABOVE THE LOCAL REFINERY 
PRODUCTION OR BE DENIED DISTRIBUTION RIGHTS. THIS PLACES THE 
DISTRIBUTING COMPANIES IN A BIND SINCE COUNTRIES WHERE THEY 
NOW HAVE REFINING CAPACITY ARE PERMITTING THEM TO CONTINUE 
TO EXPORT REFINED PRODUCTS BUT AT A REDUCED LEVEL AND ONLY 
TO TRADITIONAL CUSTOMERS. SINCE ANGOLA IS NOT A TRADITIONAL 
CUSTOMER (FINA HAVING PRESUMABLY SUPPLIED FROM ARAB SOURCES), 

IT IS DIFFICULT TO SEE WHERE THE DISTRIBUTING COUNTRIES WILL 
BE ABLE TO FIND REFINED PRODUCTS. 

POST 
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